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The governing Partido de Liberacion Nacional (PLN) announced on Nov. 18 that it would abandon
plans to sell major state-owned companies. President Jose Maria Figueres said the reason for
backing away from privatization was the lack of public support for it. The decision widened splits
within the party, where privatization has long been a divisive issue. The newly announced policy
halts further action on various legislative proposals to sell off state enterprises. Privatization is a
central part of the neoliberal economic model, which multilateral lending institutions have urged
upon Costa Rica as a way of generating income to reduce the public debt and of attracting new
capital into the economy.
In his 1994 presidential campaign, Figueres criticized the economic policies of his predecessor,
president Rafael Calderon (1990-1994) of the Partido Unidad Social Cristiana (PUSC). Calderon
had accepted loans and credits from the International Monetary Fund (IMF) and the World Bank
to support an economic restructuring program and had imposed austerity measures demanded by
the lenders. In particular, Figueres opposed privatization and promised to use multilateral loans to
invest in social programs instead of restructuring the economy.
However, after taking office, President Figueres quickly turned to the same neoliberal economic
model adopted by Calderon. The Figueres administration has privatized a number of small
businesses, raised taxes, reduced teachers pensions, and cut jobs from the public payroll (see
NotiSur, 08/03/95 and 09/14/95). At the same time, Figueres moved slowly on privatization of
the larger, more profitable, and more strategic state enterprises such as the electric power and
telecommunications service (Instituto Costarricense de Electricidad, ICE), the petroleum refining
industry (Instituto Refinadora Costarricense, RECOPE), and the state banking system. In September,
the legislature enacted measures that fell far short of privatization for these state enterprises. Private
banks were given approval to offer checking accounts, and they will soon have access for the first
time to Central Bank reserve funds.
ICE was opened up to private investment to finance needed expansion and technical upgrading.
The state insurance monopoly (Instituto Nacional de Seguros, INS) was opened a crack by
permitting private marketing of its insurance policies (see NotiSur, 10/19/95). In fact, the Figueres
administration has opted to retain control over its most important holdings while at the same time
encouraging private participation to raise capital. It is unclear if this is because the administration
remained ideologically opposed to full divestiture of these major holdings or whether grassroots
opposition presented too great a political risk to an already unpopular administration.
In any case, the decision announced on Nov. 18 ratified a de facto policy already put into force by
recent legislation. The decision came after Figueres asked his party to hammer out a privatization
policy. The consensus reached at a PLN party conference held Nov. 16-18 was to continue
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the coinvestment approach and abandon for the time being any divestiture of the major state
enterprises. Consensus, however, did not mean party unity on the issue, as segments of the PLN
favor either full privatization or something between that and coinvestment.
The policy decision prompted a general public debate on the issue with some PLN leaders taking
positions against Figueres. The most outspoken critic was former PLN president Oscar Arias
(1986-1990) who argued that the government should divest itself of its holdings. He accused the
Figueres administration of relying on higher taxes to reduce the fiscal deficit instead of selling
valuable assets that would bring in enough money to liquidate the public debt, freeing up tax
revenues to pay for health, education, and other social services. As for the lack of public support
for privatization, Arias said that leaders forge consensus. Planning Minister Leonardo Garnier said,
however, that selling energy and banking companies was a simplistic solution to a complex problem
because these companies not only make a profit but provide crucial public services.
Albino Vargas of the public employees union (Asociacion Nacional de Empleados Publicos, ANEP)
was not convinced that the policy decision meant a permanent rejection of privatization, which
his union opposes. He suggested that one motive behind the policy was to shore up the PLN's
popularity which has declined rapidly because of the failure of the austerity program to improve
the economy. Meanwhile, meeting in a party conference during the same weekend as the PLN's
retreat, PUSC leaders opted against taking a firm position on the privatization question. Instead, the
conference communique was limited to criticisms of the administration's unpopular tax hikes and
cuts in social spending. The party promised to stick to its legislative agenda, which emphasizes state
modernization and fiscal conservatism.
The strategy of the PUSC is to distance the party from possible PLN blunders. Bernal Aragon,
leader of the PUSC's legislative contingent, said that his party would let the PLN take the initiative
on economic policy. Political observers see the PUSC's reluctance to be drawn into a potentially
dangerous alliance on unpopular economic measures as a direct result of the collapse of public
support for the Figueres-Calderon pacts signed by the two party leaders in April and July. The pacts,
billed as "the beginning of a long and beautiful process," bound both parties to the same economic
blueprint (see NotiSur, 05/25/95). "The two parties are motivated by fear," said an editorial in the
San Jose daily newspaper La Nacion. The PUSC is afraid to lay out is position and to accept the
political consequences of going along with the PLN, while the PLN is afraid to "take the bull by the
horns" and proceed with privatization. (Sources: Tico Times, 11/24/95, 12/01/95; La Nacion, 11/17/95,
11/19/95, 11/20/95)
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